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FINANCIAL SUMMARY 


Revenue and Earnings 
(thousands of dollars) 

Sales less delivery expenses 
Net earnings from operations 
Extraordinary items 


Net earnings 


Financial Status at Year End 
(thousands of dollars) 


Working capital 


Total assets 


Long-term debt 
Minority shareholders’ interest 
Total shareholders’ equity 


Per Common Share 


(dollars) 


Net earnings (after preferred dividends) — 
Before extraordinary items 
After extraordinary items 


Cash flow 
Dividends 
Equity 


STATISTICAL DATA 
Production 


Newsprint (short tons) 
Lumber (thousands — foot board measure) 


Shares outstanding 
Common without par value 
6%% preferred 1967 series, par value 
of $25 each 
Convertible preferred, par value of $10 each 


1976 


23,227 
131,347 
12,740 
19,903 
60,174 


$ 47) 
2.60 

4.97 

0.80 

15.40 


236,000 
112,158 


1,800,000 


218,400 
2,700,000 
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6,472 
692) 
4,780 


21,860 
62,590 
1,207 

ZA 
30,106 
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2.45 
6.96 
0.80 
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239,800 
27,600 


1,800,000 
225,600 
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MILLS 


Pulp and Paper — Clermont, Qué. 


1976 was a year of remarkable growth and develop- 
ment for your Company, and also a year of satisfactory 
Operations in spite of generally slow economic con- 
ditions. Important arrangements were fulfilled for the 
establishment of an integrated forest complex in the 
Lac-St-Jean area by our subsidiary, Donohue St-Félicien 
Inc., and the whole program is proceeding within budget 
and on schedule. The kraft mill is expected to start-up 
during the second half of 1978, and when in operation 
should contribute to the long-term profitability of the 
Company. 


Due to a decrease in demand, newsprint production 
and shipments were about 2% below that of the previous 
year. Total net sales value improved slightly as a result 
of higher selling prices, which were in large measure 
eroded by the unfavourable exchange rate of US dollars 
to Canadian dollars which prevailed during 1976 and 
by increased freight charges. Labour, fibre, and energy 
were Once more the principal factors contributing to 
a 10% increase in manufacturing costs over 1975. 


Donohue St-Félicien Inc. acquired the Produits 
Forestiers M.P. Inc. sawmill and two other sawmills 
in connection with the development of the forest 
complex. Following these acquisitions, our lumber pro- 
duction and shipments increased. Later poor demand 
and low prices, a reflection of economic conditions, 
resulted in this sector operating at a loss. Present lumber 
prices are lower than those prevailing in recent years, 
whereas over the intervening period operating costs 
have continued to mount about 12% annually. 


Net earnings before minority interests and extra- 
ordinary items were 8% of sales, a significant decrease 
from 13% in 1975. This reduction was caused by 
the loss incurred in lumber operations and reduced 
newsprint revenue. However, total net earnings after 
extraordinary items increased slightly to $5,023,010 
($2.60 per common share) from $4,779,785 ($2.45 
per common share) in 1975. Total common. share- 
holders’ equity increased from $24,466,444 in 1975 
to $27,714,115. Dividends paid on the common shares 
during 1976 amounted to $0.80 per share, the same 
amount was paid out during 1975. Regular quarterly 
dividends were declared on the 6 %%, 1967 Series, 
preferred shares. 


In order to finance a portion of the Company's 
investment in Donohue St-Félicien Inc. the shareholders 
approved during the month of July 1976 a by-law 
authorizing an increase in the capital stock of the 
Company by the creation of 2,700,000 convertible 
preferred shares having a par value of $10 each. As of 
December 31, 1976 all these convertible preferred shares 
have been issued and paid for. The holders of these 
preferred shares are entitled to receive notice of and to 
vote at all meetings of shareholders but are not entitled 
to receive any dividend before January 1st, 1982. 
Except for a small number, these shares are held by 
Société générale de financement du Québec and 
La Cellulose du Pin, S.A. 


At the annual meeting of shareholders held in April 
of 1976, Mr. Jean-Paul Tardif, President of Groupe 
prét et revenu was elected a director of the Company, 
replacing Mr. Raymond Lavoie who resigned after years 
of valuable service. 


Changes in senior management resulted in the 
appointment of Mr. Percy Auger as Executive Vice- 
President, Mr. André P. Marcoux as Senior Vice- 
President, Mr. Gérald Drouin as Vice-President — 
Finance and Treasurer, Mr. Adrien R. Léger as Vice- 
President — Customer Services and Mr. Jacques Massi- 
cotte as Secretary. 


OUTLOOK 


The prevailing forecast for 1977 is a continuation 
of the modest recovery of the world economy, which 
began in 1976. Consequently demand for pulp and 
paper products and for construction materials is ex- 
pected to improve. 


Newsprint consumption in the United States, Canada’s 
most important market, increased 5% over 1975 reaching 
9,600,000 tons. Newsprint consumption is expected 
to grow by 4% this year and bring total U.S. demand 
to more than 10,000,000 tons. 


The outlook for housing is for some improvement 
over 1976. In the United States, the inventory of unsold 
homes is down, demand is rising, and the savings and 
loans institutions have an adequate supply of mortgage 
funds. Negative factors influencing housing develop- 


ment are the high costs of construction, financing and 
energy. The overall effect of these various factors could 
result InN some improvement in the softwood lumber 
market. 


A slight improvement in your Company's newsprint 
production and shipments is expected for 1977. Increased 
earnings from newsprint operations should result partic- 
ularly if the recent strength in the American dollar 
persists throughout 1977. Excessive chip inventories 
will necessitate a reduction in sawmill operations and 
consequently higher manufacturing costs will result. 
With no significant increase expected in lumber prices 
the financial results from lumber operations of Donohue 
St-Félicien Inc. are not expected to improve this year. 


Your directors wish to express their thanks to share- 
holders, employees, customers, and suppliers of the 
Company for their contribution and support during 1976. 


ON BEHALF OF THE BOARD OF DIRECTORS 


Loon Yoon 7 bb LL iE | 


Raymond David, Edward P. Walsh 
Chairman of the Board President 
and Chief Executive Officer 


Québec, Qué. 
March 24, 1977 


EARNINGS 


Consolidated net earnings for 1976 were $5,023,010 
or $2.60 per common share after provision for preferred 
dividends, up slightly when compared to 1975 earnings 
of $4,779,785 or $2.45 per common share. However 
these results take into account the reversal in 1976 
of an amount of $598,121 of extraordinary expenditures 
incurred in 1975 for studies and detailed plans for the 
forest products complex at St-Félicien, Qué. which have 
now been charged to the cost of this complex; and 
a gain of $183,829 on the disposition of a 40% interest 
in a subsidiary. Net earnings resulting from operations 
were $4,241,060 or $2.17 per common share down 
from $5,471,500 or $2.83 per common share in 1975. 
Major factors affecting 1976 results compared to the 
previous year include: the strength of the Canadian 
dollar in relation to the United States dollar through 
out most of the year which partly offset increases in 
newsprint selling prices and unattractive markets for 
lumber and sawmill chips. 


CHANGES IN FINANCIAL POSITION 


New long-term debt amounting to $5,500,000 repre- 
sents the balance due by Donohue St-Félicien Inc. 
on the purchase price of the shares of Chibougamau 
Lumber Ltée and certain assets of La Scierie Nor- 
mandin Inc. following the acquisition of these two 
existing sawmills in the Lac-St-Jean area. Maturity dates 
and interest rates of these balances are mentioned in 
note 7 to the financial statements. 


Your Company subscribed to 4,200,000 common shares 
of Donohue St-Félicien Inc. having a par-value of $10 
each: — $42,000,000 being 60% of the authorized 
capital stock of this subsidiary. Funds for this subscription 
were provided for as follows: $6,000,000 from general 
corporate funds; $27,000,000 from the proceeds of the 
sale of preferred convertible shares; and the remainder 
$9,000,000 from a long-term loan to be finalized in 
April 1977. 


In order to complete the sale of the convertible 
preferred shares mentioned above, on August 19, 1976 
the Company offered to the holders of outstanding 
common shares of record at the close of business on 
August 10, 1976 (other than those whose address of 
record was in the United States of America or any 
territory or possession thereof) the right to subscribe 
for 1.5 convertible preferred share at the price of $10 
per share for each common share held. The principal 
holders of common shares, Société générale de finance- 
ment du Québec and La Cellulose du Pin, S.A. through 
its subsidiary, Papeterie de la Seine, S.A., agreed to 
subscribe their proportionate share of convertible 
preferred shares and in addition to subscribe the re- 
maining convertible preferred shares that were not 
subscribed for on or before September 30, 1976 by the 


other shareholders in whose favour the offer was made. 
Accordingly all the 2,700,000 convertible preferred 
shares were issued and paid for prior to December 
3121976. 


The holders of these convertible shares will not be 
entitled to any dividend before December 31, 1981 
after which date such holders will be entitled to receive 
the same dividend per share as that declared and paid 
on the common shares of the company. Each preferred 
share will be convertible at anytime during the period 
from December 31, 1981 to December 31, 1982 at 
the holder's option into one fully paid common share. 
If not so converted, the convertible preferred shares 
will become redeemable at par from and after January 1, 
1983 at the option of the Company. 


Expenditures incurred for the construction of the kraft 
pulp mill at St-Féliclen amounted to $28,322,728 as 
at the year end. Other capital expenditures incurred in 
1976 can be summarized as follows: 


Purchase of sawmill and logging assets $5,500,000 

Modernization and replacement 
of mill assets 1129-550 
Environmental protection 814,769 
Replacement of woods assets 680,021 
$8,122,340 


The balance of $7,500,000 of funds set aside in 1976 
for investment in a subsidiary, shown below, was 
expended early in 1977 when additional shares at 
Donohue St-Félicien Inc. were acquired. 


Proceeds from the sale of convertible 


preferred shares $27,000,000 
General corporate funds 6,000,000 
33,000,000 

Less: Investment in common shares of 
Donohue St-Félicien Inc. in 1976 25,500,000 


$ 7,500,000 


Working capital increased by $1,367,033 during 1976 
and stood at $23,226,736 at December 31, 1976. 


LOGGING AND FORESTRY 


Wood requirements for the pulp and paper mill at 
Clermont were obtained as follows: — Approximately 
56% of the pulpwood delivered to the mill was har- 
vested by company operated camps, the balance being 
supplied by regional forestry cooperatives and by wood 
producers’ boards. A total of 93,000 tons of sawmill 
chips were also absorbed by the mill. The tree length saw 
logs delivered to the sawmills were all supplied from 
company owned camps. 


Meetings with officials of the Department of Lands and 
Forests are presently being held to discuss arrangements 
and procedures for the retrocession of the company’s 
timber limits in Charlevoix county according to the 
Government of Quebec's new policy regarding the 
management of Crown lands. 


Capital expenditures incurred for woodlands operations 
in Charlevoix and Lac-St-Jean area amounted to 
$680,000 and represent replacements to forestry mobile 
equipment and construction of access roads. 


LUMBER 


The three sawmills in the Lac-St-Jean area produced 
for the company’s account in 1976 a total of 112,158,000 
(foot board measure) of lumber. Due to a lack of 
planing capacity and to a decrease in demand for 
certain forest products, inventories were high at the 
year end. A new planing mill is presently under con- 
struction by Donohue St-Félicien Inc. at St-Thomas 
Didyme. This mill will replace the one destroyed by 
fire in December 1975. Capital expenditures for re- 
placements and improvements to sawmill assets totaled 
approximately $272,000. 


NEWSPRINT 


Operation of the pulp and paper mill at Clermont 
continued throughout 1976 at a high level of capacity. 
The slight decrease in production of newsprint from 
239,800 tons in 1975 to 236,000 tons in 1976 resulted 
from a temporary shut down of 8 operating days. 


Capital additions include replacements and new equip- 
ment to improve newsprint quality as well as environ- 
mental projects such as recovery systems for rejects 
and bark fines to reduce the disposal of solids in the 
mill effluent. The bark preparation and burning systems 
completed last year reduced total fuel costs. 


LABOUR RELATIONS 


Labour agreements covering mill and office employees 
of the Clermont mill as well as forestry camp clerks and 
scalers were renewed in 1976. Increases granted by 
these new contracts slightly exceeded in certain cases 
restraints imposed by the anti-inflation legislation and 
have been submitted to the Anti-Inflation Board reques- 
ting approval for historical relationship reasons. 


Renewal of labour contracts of the forest workers 
at Clermont and sawmill employees in the Lac-St-Jean 
area have expired and are presently being negotiated. 


Donohue 
SH-Félicven Inc. 


This subsidiary which was incorporated in July 1975 
and is 60% owned, was formed to set up a forest products 
complex at St-Félicien by the building of a new bleached 
kraft pulp mill having a capacity of 262,000 tons per year 
and by the acquisition of three existing sawmills capable 
of producing 155,000,000 (foot board measure ) of lumber 
annually. Early in 1976 following in-depth studies of 
feasibility and engineering reports, and following positive 
response from government authorities, financial advisers, 
pulp customers, and other interested parties, the manage- 
ments of your Company and British Columbja Forest 
Products Limited decided to recommend the immediate 
development of this project to their respective boards 
of directors. Consequently on April 9, 1976 your Di- 
rectors voted their approval of the project subject to 
certain conditions, notably a guarantee for long-term 
wood supply, a government grant and other financing 
conditions. 


On april 21, 1976 during a public meeting held at 
St-Félicien, Qué., representatives of the Governments of 
Québec and of Canada signed an auxiliary agreement 
which provides fora grant of $50,000,000 for the project. 
Construction activities at the kraft mill site were initiated 
the following day. 


The design engineering for the kraft mill was awarded 
to Sandwell & Co. of Montreal, a firm of consulting 
engineers, highly qualified in the development and 
construction of pulp mills. Technical know-how is being 
supplied by the minority shareholder, British Columbia 
Forest Products Limited and by this subsidiary’s mana- 
gement staff. 


During 1976, this subsidiary acquired all the out- 
standing shares of Produits Forestiers M. P. Inc. and 
Chibougamau Lumber Ltd, as well as all the sawmill 
and logging assets used by La Scierie Normandin Inc. 
in the St-Félicien area. In order to improve yield and 
fully utilize forest ressources, all logs delivered to the 
sawmills will be sorted and those not found suited 
for lumber operations will be transformed directly into 
chips. This will allow the sawmills to increase product- 
ivity and quality and at the same time meet the chip 
supply requirements of the kraft pulp mill. Bark, sawdust 
and shavings will be trucked to the kraft mill for hog fuel. 


A protocol agreement with the Department of Lands 
and Forets provides for an annual wood supply of some 
610,000 cunits to be harvested in the Chibougamau and 
Roberval Crown Forests over a period of twenty years. 
This agreement is renewable for further ten-year periods. 


Construction work is moving along on schedule and 
the erection of structures is progressing rapidly. About 
200 construction workmen are presently on site, and 
this number should reach 1 O00 by this summer. The 
forest complex when in full operation will create 1 000 
permanent jobs in addition to consolidating those 
presently held by over 1000 employees. A major 
portion of the commitments and expenses incurred 
to date for the construction of the kraft pulp mill have 
been made in the Province of Quebec. 


The kraft pulp mill site is 7 miles north of St-Félicien 
on the Ashouapmouchouan river, and will be provided 
with the most modern and proven environmental 
protection installations and devices available. In addition 
to a clarifier, aeration lagoons, spill tanks and spill basins 
will be installed to treat mill effluents. Technical studies 
and a detailed impact study are progressing and de- 
monstrate the company’s commitment to protect the 
environment. 


Capital costs of the project, including provisions for 
escalation, contingencies, and for normal replacement 
of assets, can be summarized as follows : — 


Millions 

Construction of pulp mill $196.6 
Acquisition of sawmills 19.4 
Construction of whole log chipping facilities 13.6 
Development of woodlands sla) 
Normal replacement of woodland equipment 7140) 
Working capital Ta 
Pre start-up expenses and development costs Bes 
Interest charges and financing fees (net) Ors 
Total expenditures through 1978 27 1.4 
Expenditures in 1979 (including interest 

charges, working capital and 

other construction) Sie3 


Total expenditures through 1979 $302.7 


The proposed financing plan to cover the aforesaid 
capital costs is as follows: — 


Millions 

Common shares $ 70.0 
Grants from Quebec and Federal Governments 50.0 
Subordinated Debentures 25.0 
First Mortgage Bonds WPS 
Cash generated from operations up to 

December 31, 1979 (excluding interest 

charges and financing fees) Soe 
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The $70,000,000 of common shares of Donohue 
St-Félicien Inc. have been subscribed for by the Com- 
pany and British Columbia Forest Products Limited 
in the proportions of $42,000,000 and $28,000,000 
respectively. 


The Governments of Quebec and Canada have agreed 
to provide a non-reimbursable grant of $50,000,000; 
$20,000,000 being provided by Quebec and $30,000,000 
by Ottawa. Société générale de financement du Québec 
has agreed to subscribe for $25,000,000 principal 
amount of subordinate debentures. 


This subsidiary will issue $125,000,000 of first mort- 
gage bonds by way of private placements with U.S. and 
Canadian financial institutions. In this regard, the share- 
holders of Donohue St-Félicien Inc., Société générale 
de financement du Québec, National Trust Company 
Limited and the Government of Quebec will in the 
near future sign a completion agreement that will 
govern their respective commitments under the terms, 
conditions and guarantees required for the sale and 
issue of these first mortgage bonds. 


The balance, namely $32,700,000 will be provided 
from funds generated from operations of sawmills and 
the pulpmill up to December 31, 1979. 


In addition, funds from the sale of a further $10,000,000 
of first mortgage bonds and from bank financing of 
up to $25,000,000 will also be made available should 
they be required. 


Mead Pulp Sales Inc., a subsidiary of Mead Corporation 
of Dayton, Ohio has been granted an exclusive agency 
agreement for the marketing of the pulp mill production. 
To date, long-term sales contracts have been signed 
with North American and European customers covering 
the virtual capacity of the mill. 


In addition to the qualified staff presently operating 
the sawmills acquired during 1976, Donohue St-Félicien 
Inc. has a management team whose main objective 
is the successfull development of the integrated forest 
products complex. 


MANAGEMENT 


Edward P. Walsh 
Wallace C. Finley 
Leonard Roberton 


President 
Executive Vice-President 


Vice-President Finance 
and Administration 


Vice-President — Woodlands 
Vice-President — Sawmills 


J. André Fortin 
Raymond Cournoyer 
Paul Prémont 
Gérald Drouin 


Vice-President — Pulp 


Treasurer and 
Assistant Secretary 


Germain Lecours Comptroller 


MILLS: 


St-Thomas Didyme, Normandin, Girardville, 
Parc Chibougamau and St-Félicien, Qué. 


The Donohue Company Limited and its subsidiary companies 


year ended December 31 


EARNINGS 


Sales, less delivery expenses 
Investment income 
Gain on redemption of long-term debt 


Cost of sales 

Selling and administrative expenses 
Interest on long-term debt 
Depreciation 


Earnings before income taxes, minority shareholders’ interest and extraordinary 
items 


Income taxes 


Minority shareholders’ interest in earnings of subsidiaries 


Net earnings before extraordinary items 


Extrordinary items (note 11) 
Net earnings 


Per common share (after dividends on preferred shares) 
Net earnings before extraordinary items 


Net earnings 


RETAINED EARNINGS 


Balance at beginning of year 
Net earnings 


Dividends 
Preferred shares 
Common shares 


Tax on undistributed income of subsidiaries 


Balance at end of year 


10 


1976 1975 
$67 129 550 57 997 247 
743 866 824 375 

16 457 86 290 

67 889 873 58 907 912 
52 557 634 41 290541 
1 429 444 930 758 
931 108 850 081 

3 783 489 2 607 827 
58 701 675 45 679 207 
9 188 198 13 228 705 
3 829 315 5 660 090 

5 358 883 7 568 615 
1117 823 2097115 
4 241 060 5 471 500 
781950 ( 691715) 

$ 5 023 010 4779 785 
$ 2.17 2.83 
$ 2.60 2.45 
$22 363 093 19 381 863 
5 023 010 4779 785 
27 386 103 24161 648 
343 641 358 555 
1 440 000 1 440 000 
1 783 641 1798 555 

59 717 

1 843 358 1798 555 


$25 542 745 


22 303095 


The Donohue Company Limited and its subsidiary companies 


year ended December 31 


RESOURCES 

Funds provided from operations (note 10) 
New long-term debt 

Decrease in investments and deposits 

Issue of convertible preferred shares (note 8) 


Increase in minority shareholders’ interest 


Working capital of a subsidiary at date of acquisition (note 2) 


APPLICATION 

Acquisition of fixed assets 

Construction in progress 

Reduction of long-term debt 

Funds set aside for investment in a subsidiary 
Redemption of preferred shares (note 9) 
Acquisition (note 2) 

Dividends to shareholders of the company 
Dividends to minority shareholders of subsidiaries 
Tax on undistributed income of subsidiaries 
Working capital deficit of a subsidiary at date of acquisition 
Special studies (note 11) 


Increase of working capital 


Working capital 
Balance at beginning 


Increase for the year 


Balance at end 


1976 SRLS 
$ 8951 107 10 721 688 
5 500 000 
808 442 175 000 
27 000 000 
18 278 924 
2 193 000 
$ 62 731 473 10 896 688 
$ 8122 340 2 AS35992 
28 322 728 
6 652 052 1 270 760 
7 500 000 
111 981 125,072 
7 800 000 200 715 
1 783 641 (Ure tewe ets) 
1 610 102 ZOTONGD 
59717 
41 408 
( 598 121) Doe To 
1 367 033 2 256 436 
$ 62 731 473 10 896 688 
$ 21 859 703 19 603 267 
1 367 033 2 256 436 


$ 23 226 736 


21.869 703 


11 
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The Donohue Company Limited and its subsidiary companies 


Consolidated tatance sheel 


as at December 31 


SE SETI INS OSES SN UNIS SBE IES SE BE 
LEED EDS ITS IEE NTE SUD NE BES ee NOTE 


CURRENT ASSETS 
Cash and short-term investments 
Accounts receivable 
Inventories (note 3) 


Prepaid expenses 


INVESTMENTS AND DEPOSITS (note 4) 
FIXED ASSETS (note 5) 
CONSTRUCTION IN PROGRESS (kraft pulp mill), at cost 


TIMBER CUTTING RIGHTS, at cost 


SIGNED ON BEHALF OF THE BOARD 


Comat Yon Z ba. KODbiLe 


Director Director 


1976 fee e) 
$ 12139 971 9 849 229 
9 224 030 5 850 496 
29 554 191 14 653 469 
213 228 369 822 
51 131 420 30723016 
8 766 558 2 075 000 
37 481 557 ZOehS 1975 
28 322 728 
5 644 965 
$131 347 228 62 589 991 


CURRENT LIABILITIES 
Bank indebtedness (note 6) 


Accounts payable and accrued liabilities 
Dividends payable 
Income taxes payable 


Current portion of long-term debt 


LONG-TERM DEBT (note 7) 


DEFERRED INCOME TAXES 


MINORITY SHAREHOLDERS’ INTEREST IN SUBSIDIARY COMPANIES 


SHAREHOLDERS’ EQUITY 
Capital stock (note 8) 
Contributed surplus (note 9) 


Retained earnings (note 9) 


1976 1975 

$ 9811017 
12 766 927 4 888 732 
99 716 104 716 
S719i555 2931 201 
4 307 469 1 038 664 
27 904 684 8 863 313 
12 739 763 11 206 815 
10 625 599 1 29Ch9 97, 
19 903 067 2416422 
34 460 000 7 640 000 
171 370 103:35i1 
25 542 745 22 363 093 
60 174115 30 106 444 
$131 347 228 02509/991 


The Donohue Company Limited and its subsidiary companies 


Notes to consolidated financial statements 


year ended December 31, 1976 


1. SUMMARY OF ACCOUNTING POLICIES 


CONSOLIDATION 

The consolidated financial statements include the accounts 

of the company and its subsidiaries : 
Donohue Brothers Sales Corporation, wholly-owned 
Malbaie Paper Company Ltd., 65% owned 
Donohue St-Félicien Inc. and its subsidiaries (Produits 
Forestiers M.P. Inc., Chibougamau Lumber Ltée, Les Transports 
Darveau Inc.), 60% owned 
Charlevoix Paper Company Limited, 55.4% owned 


INVENTORIES 

Inventories are valued at the lower of cost, determined on 
an average annual basis, and net realizable value. 

FIXED ASSETS AND DEPRECIATION 


Fixed assets are recorded at cost and depreciation is computed 
at rates based on the useful life of the assets. The principal rates 
used are as follows: 


Pulp and paper mills, machinery and equipment — 5% on the 

Straight-line basis 

Sawmills, machinery and equipment — 10% on the straight-line 

basis 

Forest equipment — 30% on the diminishing balance basis 

Timber cutting rights — 5% on the straight-line basis (starting 

in the year the kraft pulp mill commences commercial operation) 
Important additions to fixed assets are only depreciated when put 
into commercial operation. Cost of major expansion projects 
includes interest charged during the pre-operating periods on 
funds borrowed for their construction. 


DEFERRED INCOME TAXES 

The company follows the tax allocation method of providing 
for income taxes. Deferred income taxes primarily result from 
the difference between depreciation recorded for accounting 
purposes and capital cost allowance claimed for income 

tax purposes. 


2. ACQUISITIONS AND DISPOSITION 
During the year, Donohue St-Félicien Inc. acquired all of the 
outstanding shares of Chibougamau Lumber Ltée. This acquisition 
has been accounted for on a purchase basis and the results 
Working capital 
Fixed assets 


Less 
Long-term debt 
Deferred income taxes 
Net book value of assets of the subsidiary 


Add 


Excess of purchase price over net book value, attributed to timber cutting rights 


of operations have been included in the consolidated statements 
since April 3, 1976. 

Financial information relevant to this company at date 

of acquisition is as follows : 


on 2 e000 
4 826 000 
7 019 000 


$ 2 685 000 
591 000 3 276 000 


3 743 000 


4 057 000 


Purchase price (of which $4 300 000 cash, $1 000 000 payable in June 1977 and $500 000 


annually from 1978 to 1982) 


Donohue St-Félicien Inc. also acquired from La Scierie 
Normandin Inc. all the fixed assets used in their logging and 
lumbering operations in the Lac St-Jean area for a price of 

$5 500 000. An amount of $3 500 OOO has been paid cash and 
the balance of $2 000 O00 Is payable in February 1977. 


$ 7 800 000 


In addition, the company has sold its wholly-owned subsidiaries, 
Produits Forestiers M.P. Inc. and Les Transports Darveau Inc., 


to Donohue St-Félicien Inc. for a price of $2 863 O00 cash. 


3. INVENTORIES 1976 IOUS 
Finished products $ 6 261 920 901 611 
Pulpwood, sawlogs, chips and expenditures on current logging operations 19 610 779 11 021 674 
Operating supplies and materials 3 681 492 2 730 184 
$29 554 191 14 653 469 
4. INVESTMENTS AND DEPOSITS 
Funds set aside: 
To complete approved capital projects $ 766 558 1 375 000 
To secure the balance due on the purchase price of a subsidiary 500 000 700 O00 
To increase the investment in a subsidiary, Donohue St-Félicien Inc. 7 500 000 
$ 8 766 558 2 075 000 
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5. FIXED ASSETS 


Pulp and paper mills, sawmills, machinery and equipment, at cost 
Government grants 


Accumulated depreciation 


Timber limits, at cost, less depletion 


$70 753 206 56 361 754 
4721 285 4721 285 
66 031 921 51 640 469 
30 295 599 23 649 862 
35 736 322 27 990 607 
1 745 235 1 801 368 
$37 481 557 29791 975 


6. BANK INDEBTEDNESS 


Accounts receivable and inventories of Donohue St-Félicien Inc. and its subsidiaries have been pledged against the bank indebtedness. 


7. LONG-TERM DEBT 
THE DONOHUE COMPANY LIMITED 


Sinking fund bonds 
5%, series “D” 
6VomsSenles Es 


Sinking fund debentures secured under a trust deed by a floating charge 


7%%, series “A”, 1989 — annual sinking fund requirements amount to $235 000 


Balance due on the purchase price of a subsidiary, payable by annual instalments of $200 000, 


without interest 


CHARLEVOIX PAPER COMPANY LIMITED 


Sinking fund bonds secured under a trust deed by a specific mortgage and floating charge, 


payable in U.S. funds 


6%%, series “A”, 1988 — annual sinking fund requirements amount to $221 O00 


DONOHUE ST-FELICIEN INC. 


Balance due on the purchase price of a subsidiary, payable $1 000 000 in 1977 and $500 000 


annually from 1978 to 1982, with interest at 1% over the bank prime rate 


Balance of purchase price, secured by a specific mortgage, payable in 1977, with interest at 2% over 


the bank prime rate 


OTHER SUBSIDIARIES 


Balance due on the purchase price of a subsidiary, payable in 1977, with interest at 4% 
Various liens and mortgages, maturing from 1978 to 1998, with interest at rates from 8 to 12% 


Stumpage dues, payable by monthly instalments of $24 000, maturing in 1978 
Deferred stumpage dues 


Debentures held for future sinking fund requirements 


Current portion 


Sinking fund requirements and debt maturities during the next five years : 


Way $4 307 469 
1978 1 646 981 
Hs 1178879 


1980 
ie 


1976 1975 
256 000 
222 000 
$ 6 560 000 6 795 000 
1000000  —_—1: 200000 
52 180000 eee 
zee pec 00S eee 
3 500 000 
2.000 000 
2a 
$ 45 000 90 000 
552 323 983 112 
502 412 
201 429 
oa LSC Si eee 
17 201 232 12 622 479 
154 000 377 000 
17 047 232 12 245 479 
4 307 469 1 038 664 
$12 739 763 11 206 815 
$1174 055 
1174055 


iS) 


8. CAPITAL STOCK AND EARNINGS PER SHARE 
Authorized 


500 O00 preferred shares, issuable in series, par value of $25 each 
2 700 000 convertible voting preferred shares, par value of $10 each 


5 600 000 common shares, without par value 
Issued and paid 


218 400 preferred shares, 6%4%, cumulative, redeemable, 1967 series 


2 700 000 convertible preferred shares 
1 800 000 common shares 


By supplementary Letters Patent dated July 20, 1976, the 
authorized capital stock of the company was increased by 

the creation of 2 700 O00 convertible preferred shares and 

an additional 2 000 000 common shares. 

The 2 700 000 preferred shares carry voting rights, are convertible 
into an equal number of common shares during the period from 
December 31, 1981 to December 31, 1982 and if not so converted 


9. REDEMPTION OF PREFERRED SHARES 


During the year, the company has realized a contributed surplus 
of $68 019 upon redemption of 7 200 preferred shares. 


1976 1975 


$ 5 460 000 5 640 000 
27 000 000 

2 000 000 2 000 000 

$34 460 000 7 640 000 


will become redeemable. The holders of these convertible 
preferred shares will not be entitled to any dividend before 
December 31, 1981, the date from which the operations of 

the forest products project of Donohue St-Félicien Inc. are 
expected to produce a certain level of earnings. Accordingly, 
earnings per share have been computed without attributing any 
earnings to the convertible preferred shares. 


As a result of the redemption of $540 000 of preferred shares, 
a similar amount has been appropriated from retained earnings 
as a special surplus. 


10. FUNDS PROVIDED FROM OPERATIONS 
Net earnings before extraordinary items 


Items not affecting working capital 
Depreciation 
Depletion 
Deferred income taxes 
Minority shareholders’ interest in earnings of subsidiaries 


11. EXTRAORDINARY ITEMS 


Adjustment of expenditures for studies and detailed plans for the forest products complex at 


St-Félicien, Qué., now considered as a proper charge to construction costs $ 


Gain on a 40% disposition of an interest in subsidiaries 


1976 1975 
$ 4241 060 5 471 500 
3 783 489 2 607 827 
71 133 70177 
( 262 398) 475 069 
1117 823 ZOD WS 
$ 8951 107 10721 688 
1976 IS 
598 121 ( 691e715) 
183 829 


$ 781950 = ( 691 715) 


12. COMMITMENTS 


Donohue St-Félicien Inc., a 60% owned subsidiary, has 
undertaken the development of a major forest products complex 
consisting of the expansion of three existing sawmills and the 
construction of a kraft pulp mill with an annual capacity of 

262 O00 tons; completion date is scheduled for late 1978. 

The total net cost of the project is estimated at $270 000 000. 
This subsidiary is financing the project by the issue of common 
shares for $70 O00 OOO, and the balance by way of $125 000 000 
first mortgage bonds, $25 000 000 subordinated debentures and 
$50 000 000 government grants. 


The company has subscribed 60% of the above-mentioned issue 
of common shares, being $42 000 000, of which $25 500 150 
has been paid for on December 31, 1976 and the balance shall 
be paid up by June 30, 1977. The necessary funds to complete 
this transaction will be provided by $7 500 000 of investments 
and deposits set aside for this purpose (see note 4) and 

by the issue of $9 000 OOO of debt obligations. 

The company has also agreed to provide this subsidiary with 
funds necessary to meet payments of the principal and interest 
of the above first mortgage bonds, for a maximum of $7 500 000, 
this commitment taking effect starting March 31, 1979. 


13. ANTI-INFLATION PROGRAM 


The company and its subsidiaries are subject to and comply with controls under the Canadian Government's anti-inflation program. 


14. SUBSEQUENT EVENT 


On January 3, 1977, Produits Forestiers M.P. Inc., Chibougamau Lumber Ltée and Les Transports Darveau Inc. were wound-up 


and their assets were transferred to Donohue St-Félicien Inc. 
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To the shareholders of 
The Donohue Company Limited 


We have examined the consolidated statements 
of earnings, retained earnings and changes in financial 
position of The Donohue Company Limited for the year ended 
December 31, 1976 and its consolidated balance sheet at that 
date. Our examination of the financial statements of The 
Donohue Company Limited and those subsidiaries of which we 
are the auditors was made in accordance with generally 
accepted auditing standards and accordingly included such 
tests and other procedures as we considered necessary In 
the circumstances. We have relied on the reports of the 
auditors who have examined the financial statements of the 
other subsidiaries. 


In Our opinion, these consolidated financial 
statements present fairly the results of operations and the 
changes in the financial position of the company for the year 
ended December 31, 1976 and its financial position at that 
date in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


_-Samow, Asbasr + Aisa veies 


Chartered Accountants. 


QUEBEC, March 7.1977. 
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The Donohue Company Limited and subsidiary companies 


Ton~ renew 


1976 1975 

PRODUCTION (7) (6) 
Newsprint — tons 236,000 239,600 
Lumber — M.f.b.m. 112158 27,60C 
EARNINGS 
(thousands of dollars) 
Net revenue from operations $13,142 215,772 
Investment income 744 824 
Gain on redemption of long-term debt 16 8 
Interest on long-term debt O34 85C 
Depreciation 3,783 2,608 
Earnings before income taxes, minority shareholders’ 

interest and extraordinary items 9,188 W228 
Income taxes 3/029 5, 66C 
Minority shareholders’ interest in earnings of subsidiaries is 2,097 
Net earnings before extraordinary items 4,241 5,472 
Extraordinary items 782 (092 
Net earnings 5,023 4,78C 
Cash flow 8,951 1O0;722 
FINANCIAL POSITION 
(thousands of dollars) 
Working capital 23:22) $21,86C 
Net fixed assets 37,482 2977 02 
Other assets 42,734 ZO¥e 
Long-term debt 12,740 11203 
Deferred income taxes 10,620 10,297 
Minority shareholders’ interest 1o.20e ZAne 
Preferred shares 6%%, 1967 Series 5,460 5,64C 
Convertible preferred shares 27,000 
Common shareholders’ equity Zi AA 24,466 
Ratio — current assets to current liabilities (RSH 3.5:1 
PER COMMON SHARE (2) 
Net earnings (3) Ss 260 $ 2.45 
Dividend rate 0.80 0.8C 
Cash flow 4.97 5.9€ 
Book value 15.40 i oaoe 


NOTES: 


1. Equivalent production based on average basis weight for 1973, 
262,300 tons. 

2. Based on present outstanding share capital of 1,800,000 shares. 

3. After deducting $0.10 in 1967, $0.21 in 1968 to 1973 $0.20 in 
1974 and 1975, and $0.19 in 1976 for preferred dividends. 

4. Includes data of subsidiaries — Charlevoix Paper Company 

Limited and Malbaie Paper Company Ltd. 

5. Includes data of subsidiaries mentioned in (4) plus data of 

Produits Forestiers M.P. Inc. since January 1, 1974. 

6. Includes data of subsidiaries mentioned in (4) and (5) plus data 

of Les Transports Darveau Inc. since June 1, 1975. 

7. \ncludes data of subsidiaries mentioned in (4), (5) and (6) plus 
data of Donohue St-Félicien Inc. since February 2, 1976. 
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Donohue H-Félicien Inc. 


MAQUETTE DE L’USINE DE 
PATE KRAFT BLANCHIE 


Tamisage des copeaux 
Produits chimiques 

Four a chaux 
Caustification 

Chaudiére de puissance 
Chaudiére de récupération 
Collecteur de poussiére 
Tamisage de la pate 
Lessiveur 

Blanchiment 

Ateliers et magasins 
Machine a sécher la pulpe 
Salles de finition et d’expédition 
Bureaux 

Puit de clarification 
Clarificateur d’effluent 


omAnN ouahwWhnr = 


MODEL OF BLEACHED 
KRAFT PULP MILL 


Chip screening 
Chemical products 
Lime kiln 
Causticizing 

Power boiler 
Recovery boiler 
Precipitator 

Pulp screening 
Digester 

Bleach plant 

Shops and stores 
Pulp drying machine 
Finishing and shipping 
Office buildings 
Clearwell 

Effluent clarifier 
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(Suite de la premiére page) 


La construction de l’usine de pate kraft par Donohue St-Féli- 
cien Inc. progresse d’une fagon satisfaisante et selon le calen- 
drier prévue. Les contrats pour la construction et l’acquisition 
de machinerie et d’équipement accordés a date sont confor- 
mes aux prévisions budgétaires. 


Suite a l’approbation du réglement spécial “PP” par les 
actionnaires le 19 juillet 1976, des lettres patentes supplé- 
mentaires ont été obtenues augmentant le capital autorisé de 
la compagnie par la création de 2,700,000 actions privilégiées 
convertibles de la valeur au pair de $10 chacune et de 
2,000,000 d’actions ordinaires additionnelles sans valeur 
nominale ou au pair. Les termes et conditions de l’offre de 
cette nouvelle émission d’actions privilégiées convertibles 
seront soumis aux actionnaires ordinaires sous peu. 

Vos administrateurs ont déclaré le dividende régulier sur les 
actions privilégiées en cours et un dividende trimestriel de 
$0.20 par action payable le 1e" septembre 1976. 


Québec, Qué., 
le 16 aoat 1976. 


EDWARD P. WALSH 
Président 


TO THE SHAREHOLDERS 


Consolidated net earnings for the first six months of the 
current year amount to $2,645,000 ($1.37 per common 
share) as compared to $2,814,000 ($1.46 per common share) 
in 1975. Consolidated earnings from operations for the same 
periods amount to $2,047,000 ($1.04 per common share) 
and $2,914,000 ($1.52 per common share) respectively. 


Newsprint production and shipments for the first six months 
of 1976 approximate those realized last year. Although an 
increase in selling price was obtained around the end of 
- the first quarter, earnings resulting from newsprint operations 
for the first half of 1976 have decreased due to an unfavour- 
able rate of exchange and increased manufacturing and 
shipping costs when compared to 1975. 


Since the beginning of the year, Donohue St-Félicien Inc. 
has acquired two sawmills located in the Lake St-John region 
which has increased lumber production and shipments over 
1975. Revenue from lumber has increased, but net earnings 
for the first half of 1976 remain negligible largely due to 
depressed selling prices. The sales and administrative services 
ae the sawmills are being merged and located at St-Félicien, 
ué. 

Construction of the kraft mill by Donohue St-Félicien Inc. 
is progressing favourably and on schedule. Contracts for the 
construction of facilities and for the purchase of equipment 
and machinery that have been awarded to date are within 
the budgeted costs. 


Following the approval of Special By-Law “PP” by the share- 
holders on July 19, 1976, Supplementary Letters Patent were 
obtained increasing the authorized capital stock of the Com- 
pany by the creation of 2,700,000 convertible preferred 
shares of a par value of $10 each and an additional 
2,000,000 common shares without nominal or par value. 
The details of the terms and conditions of the offering of 
this new issue of convertible preferred shares will be 
submitted to the holders of common shares shortly. 

Your Directors declared the, regular dividend on preferred 
shares, and a quarterly dividend on common shares of 
$0.20 per share payable on September 1, 1976. 


Québec, Qué., 
August 16, 1976. 
EDWARD P. WALSH 
President 


AR42 


LA COMPAGNIE DONOHUE LIMITEE 
et ses filiales 


Rapport intérimaire au 30 juin 1976 


He 


_—ate] DONOHUE COMPANY LIMITED 


and “subsidiary companies 
Interim Report as at June 30, 1976 


AUX ACTIONNAIRES 


Le bénéfice net consolidé des premiers six mois de l’exercice 
en cours est de $2,645,000 ($1.37 par action ordinaire) a 
comparer a 2,814,000 ($1, 46 par action ordinaire) en 1975. 
Les bénéfices consolidés d’exploitation pour ces mémes pé- 
riodes sont de $2,047,000 ($1.04 par action ordinaire) et 
de $2,914,000 ($1.52 par action ordinaire) respectivement. 
La production et les expéditions de papier journal au cours 
de la période de six mois terminés le 30 juin 1976 sont 
approximativement semblables 4 celles de l’an dernier a pa- 
reille date. Bien qu’une hausse dans le prix de vente du 
papier journal a été obtenue vers la fin du premier trimestre, 
le bénéfice résultant de l’exploitation de la papeterie est 
moins élevé da principalement a un cours de change défa- 
vorable et des augmentations dans les coidts de fabrication 
et de transport, par rapport a 1975. 

Depuis Je début de l’exercice en cours, Donohue St-Félicien 
Inc. a fait l’acquisition de deux scieries situées dans la région 
du Lac St-Jean ce qui a fait accroitre les volumes de la 
production et des expéditions de bois de construction com- 
parativement 4 1975. Les revenus des ventes de bois de 
construction ont par conséquent augmentés, mais le bénéfice 
net de cette exploitation demeure minime di surtout a des 
prix de ventes en bas de la normale. Les services des ventes 
et de l’administration de ces trois scieries sont en voie d’étre 
fusionnés et concentrés a St-Félicien, P.Q. 


(Voir suite a la derniére page) 


LA COMPAGNIE DONOHUE LIMITEE 
et ses filiales 


Etat consolidé des bénéfices 


Semestre au 30 juin 
(Avant vérification comptable) 


Ventes, moins frais d’expédition .................... 


Revenus de placements ..........0.0.0cccccceee 
Gain sur rachat de dette a ae terme ....... 


Cofit des produits vendus ......... eee re 
Frais de vente et d’administration .................. 
Intéréts sur la dette a long terme ................. 
PAMOTUISSEMIENE sete eee eee ie ssi: 


Bénéfices avant impots sur le revenu et intérét 
des actionnaires minoritaires ..................000008 


Imp6ots sur le revenu — exigibles ........ 
== FEPOTLES ovceccsseoceesee 


Intéréts des actionnaires minoritaires dans les 
beneLicess Ges mtilialesmeme se eee eee 


Bénéfice net avant poste rene 
Poste extraordinaire (voir note) ............0....0.... 


Bénéfice netizens es 


Par action ordinaire (aprés dividendes sur 
actions privilégiées) 


—avant poste extraordinaire .......... ese 
Ei Dencliceanetir.atcnesteomecsineersn tears 


Actions ordinaires en circulation .................... 


NOTE: 


1976 


$32,075,000 
219,000 
2,000 
32,296,000 


24,277,000 
551,000 
677,000 

1,838,000 

27,343,000 


2,046,000 

84,000 
2,130,000 
2,823,000 


776,000 
2,047,000 
598,000 


$ 2,645,000 


$ 1.04 
$ 1,37 
1,800,000 


Ce poste de revenu extraordinaire représente la régula- 
risation de dépenses pour études et plans détaillés du com- 
plexe forestier a St-Félicien P.Q. qui ont été encourrues 
et comptabilisées comme poste extraordinaire de dépenses 
l'an dernier et qui sont maintenant considérées comme fai- 
sant partie du cofit de consruction du projet et seront éven- 
tuellement recouvrable de Donohue St-Félicien Inc. 


QUEBEC, QUE. 
Le 16 aoit 1976. 


1975 


$29,690,000 
406,000 
53,000 


30,149,000 


20,891,000 
395,000 
419,000 

1,313,000 


23,018,000 


2,131,000 
2,708,000 
339,000 


3,047,000 
4,084,000 


1,170,000 
2,914,000 


(100,000) 


$ 2,814,000 


$ 1.52 


1.46 


1,800,000 


THE DONOHUE COMPANY LIMITED 
and subsidiary companies 


Consolidated statement of earnings 


Six months ended June 30 
(Unaudited) 


eet eras, ... Sales, less delivery expenses 
caidianante date: eee .... Investment income 


-stsgitigis eee ee te ee Cost of sales 

_ Selling and administrative expenses 

PS ee Boe: Interest on long term debt 
Pe er ete BE cose Depreciation 


Earnings before income taxes and minority 
RR ee ir Penne s Sn a shareholders’ interest 


Ae cece ee Income taxes — payable 
ee Walaa te caatecbusseniineh hurt ee Lenhed 


Minority shareholders’ interest in earnings of 
eRe fe Neetic See nate Sirs sho gatidcn subsidiaries 


.. Net earnings before extraordinary item 
eee Extraordinary item (see note) 


wagebaslereseuscenause esate eaa See eee Net earnings 


Per common share (after dividends on 
preferred shares) 


ic Re — before extraordinary item 
sn cba ea Ba Cee ee er tee —net earnings 


ane ee Common shares outstanding 


NOTE: 


This extraordinary revenue item represents an adjustment 
of expenditures for studies and detailed plan for the 
forest products complex at St-Félicien, Qué. which were 
incurred and accounted for last year as an extraordinary 
expense item and which are now considered as a proper 
charge to construction costs and as such will eventually be 
refunded by Donohue St-Félicien Inc. 


QUEBEC, QUE. 
August 16, 1976. 


AUX ACTIONNAIRES 


Les ventes nettes consolidées pour les six mois terminés le 30 juin 1977 s’éle- 
vent a $42,112,000 a comparer a $32,075,000 pour la période correspondante 
en 1976, soit un accroissement d’environ 31 pour cent. Des expéditions plus 
considérables de bois de construction, des prix de ventes majorés pour le 
papier journal et un fléchissement dans la valeur du dollar canadien en 1977 
expliquent cette augmentation dans le chiffre des ventes. 

Le bénéfice net pour le premier semestre de 1977 est de $2,461,000 ou $1.27 
par action ordinaire comparativement a $2,645,000 ou $1.37 par action ordi- 
naire l’an dernier a pareille date; cependant, le bénéfice net en 1976 compre- 
nait un poste extraordinaire au montant de $598,000 ou $0.33 par action 
ordinaire.. 

Les conventions collectives-de travail ont été renouvelées dans toutes les 
divisions sauf celle des employés forestiers de la compagnie du comté Char- 
levois, Qué. 

Les administrateurs ont déclaré le dividende régulier sur les actions privilé- 
giées, 6'/,%, série 1967 et un dividende trimestriel de $0.20 par action ordi- 
naire payable le ler septembre 1977. 

Un emprunt a long terme de $9,000,000 a été effectué en avril 1977 afin de 
compleéter la souscription de $42,000,000 de votre compagnie au capital- 
actions ordinaires de Donohue St-Feélicien Inc. 


Construction en cours 


La construction de la nouvelle usine de pate kraft et les améliorations en 
forét et aux scieries par Donohue St-Félicien Inc. progressent dune facon 
tres satisfaisante et selon l’échéancier. 

Cette filiale a augmenté ses emprunts en regard de la construction par 
lemission au cours du mois de juin 1977 de $44,400,000 (U.S.) d’ obligations 
premiere hypotheque série « A» et de $15,580,000 d’obligations premiere 
hypotheque série « B» et par l’émission de $25,000,000 de débentures 
subordonnéees. 


Québec, Qué. EDWARD P. WALSH 
Le 15 aout 1977 Président 
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TO THE SHAREHOLDERS 


Consolidated net sales for the six months ended June 30, 1977 amounted to 
$42,112,000 compared with $32,075,000 for the same period in 1976, an 
increase of about 31 per cent. Higher lumber shipments, improved newsprint 
prices and the weakness of the Canadian dollar in 1977 accounted for most 
of the increase in net sales. 

Net earnings for the first half of 1977 were $2,461,000 or $1.27 per common 
share compared with $2,645,000 or $1.37 per common share last year, 
however net earnings in 1976 included an extraordinary item of $598,000 or 
$0.33 per common share. 

Labour agreements have been renewed in all divisions with the exception of the 
Company’s employees for woodlands operations in Charlevoix County, Qué. 
Your directors declared the regular dividend on the 614%, 1967 Series, 
preferred shares and a quarterly dividend on common shares of $0.20 per 
share payable on September 1, 1977. 

A long-term loan of $9,000,000 was obtained in April 1977 to complete your 
Company’s subscription of $42,000,000 in common shares of Donohue St- 
Félicien Inc. 


Construction in Progress 


Construction of the new kraft pulp mill and improvements to woodlands and 
existing sawmills by Donohue St-Félicien Inc. are progressing favourably 
and on schedule. 

This subsidiary increased its borrowings for construction purposes during the 
month of June by the issue of $44,400,000 (US) Series “A” and $15,580,000 
Series ““B” first Mortgage Bonds and by the issue of $25,000,000 Subordinated 
Debentures. 


Québec, Qué. ; EDWARD P. WALSH 
August 15, 1977 President 
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